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ABSTRACT 

This article examines some implications of the 
Serrano vs Priest decision for Oregon's system of financing public 
schools. The author presents one alternative financing method — a 
Statewide system to assess, collect, and disburse to each district or 
county cui amount equalized on a per student basis. The status of the 
school financing system in each of the State's 36 counties and some 
possible variations in both the methods and the extent of the current 
system arising from adoption of the alternative plan are considered. 
(Author/JF) 
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The California Property Tax Case; 



Implications for Financing 

in Oregon 

James M. lUnke* 



Tin* widesjneatl use of ioral |>ro|)erl\ la\<*s to fmaiiee 
loral j)ul)lie sriiools has rerentU heen seriouslx (]U(‘sli(>ne<l 
h\ (lie (iaiifornia Supreme (!ouii. The eouii ruled, iti .Ser« 
nino r. Privsf.^ lluit dilh*reuliids in school per sliideiil (‘x- 
pendiiurt* assot'ialetl with ^(‘o^raphie loeaiion w ithin the 
>lat«‘ ainountetl to dtmial of tin* etpial prottM'tion pttrtion of 
tin* 1 h!i Ainemlinetit «»f the I .S. (’.onstitulion. The purpose 
of this i(‘port is to (^xaniine some implications of the 
derision that mi»ht eoneern Ore^zon's (d(‘im‘titar\ and sc‘e- 
ondar\ schools. 

SrrrtuKf i\ Priosf, also referred to as the California 
Cropert\ Tax ("ast\ has prompted a variety of projtosals 
to serve as alternatives to the [tresent methods of linanein»r 
local public srhoo! .. ()ne such alternative, a statew ide sys- 
t‘*ni to assess, collect and dishurse to eac’h district or county 
an amount equalized on a per student basis, will be ex- 
ainimal. The status of il>e school linamrin^ system in each 
of the states thirt\*si\ counties, and possible variations 
in Itolli methods and extent of the ( urrent sxsteiii arising: 
from a(h>ption of the alternative plan, will be considered. 

Klementar\ and seeondarv school fmanein^ in Oregon 
currentb relies upon support from two major sources: 

I I f tlie Ihisie School Sup[)ort Fund from state funds, and 
i2l the local property tax levies within a »:iven tiistriet. In 
liscal \ear FJ7t)«71 these sources accounted for 21 percent 
and 71 percent, respectively, of school district revenues. 
The remaining 5 percent was obtained from other state 
and federal sources. Any efTecIs that fuiub other than 
localU collected property taxes have on a particular dis- 
trict's financiii" structure w ill he assumed unchanged. 

Locally collected and distributed ))roperly taxes ac- 
counted for revenues of S3 1-1,437,615 in 1970*71. If cen- 
trally collected and redistributed, this amount would allow* 
a state-wide per student expenditure of 8674.93. Distribu- 
tion to each county would thus be based on a weighted 
average daily membership I ADM I, a computed average 
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alt(Midann» in grad(‘s 1-12 for <*a< h count). A tax rat<‘ of 
8 Ml. 159 per Sl.tMM) of assi'sseil \alu<* <AV) on Oregon''^ 
assessed real ami piMsonal pr<ipert\ would be necessary to 
generate tiu* fumis. 

4 able I contains <’oiml\ <lata for < urrent p(M* stu<huit 
(‘\p(‘nditui(S f column 3l, dilbMcntials between I’lirrent 
(‘xpenditures ai.<l tin* (‘(|uali/e<l ainoniit (eolunin ll, and 
current lax rates. It is noleworlliy that these data iiuii<’ali‘ 
that 20.1 percent of the state's si hool children, in nim* 
counties, are in programs with expemliture dilTcrentials 
e\C(‘eding SlOO below the e<pjalize<l niiniimiin. Of the 
nil e, all exeejit Marion have tax rates IhjIow’ the pro- 
|)osed standani rate (jf SMI. 1 59 .SI.fMJO as.scs.sed value. 
Furthermore, in the group of nine, all hut Josephine and 
Marion counties have per capita trui‘ ca;)h values iTCV'^l 
of assessed worth in “\eess of the slate-wide per capita 
TCV of 80,991 j2. p. 49]. Although these counties would 
gain from a redistribution of tax revenues, the data sug- 
gest llial the current disparity is not widely liased on a 
lack, of resource endowments and thus an inability to pay. 

Seven other counties would id o gain revenue from a 
redistribution. Three of this group I Coos, Jackson, Yam- 
hill I have present tax rates above 8 Ml. 1 59. Thus, of the 
sixteen that would gain revenue for increased student 
expenditure, twelve would also face a tax increase. 

The implication of an equalized support plan is that, as 
well as raising the support levels in sixteen counties, sup- 
port levels in the remaining twenty counties would fall. 
This raises the questions of district operation at the lower 
levels of financial support — especially in cases where the 
economies of large scale operation are absent — and of what 
changes in present program structure might be associated 
with a cut in funds. One might assume that basic pro- 
grams would remain at the top of priority lists while other 
programs would be placed in jeopardy. There ore how- 
ever quantitative measures of the effects of an expenditure 
decrease that are apparent. 



* .Mr. Hurke is u ijraduate student in the nepartiikMit of Eco- 
iiumtcs at the University of Orejimi. 

1 5 Cal. 3d 684. Pamphlet 25. .Sept. 14, 1971 ami 5 Cab 3d 884a, 
Pamphlet 30, Nov. 4, 1971. 






Twenty of the state’s thirty-six counties now have local 
property tax support levels in excess of the $674.93 per 
student expenditure that would be generated by the equal- 
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sU|>|Kirl propohiil. FniirltM'ii t»f (hr twrnty Imvp pt*r 
t iipila T(!V in fxrrhs nf lln* slalt' widt* bill 

<»nl\ Irii Imvt* lax rnlrs llial art* t'lirrtMilly nbovt* (hr tMjunl- 
izrti Ifvfl of 8IH, l,V>, Fi;;urr>i for ihrst* (tiiintit's are also 
^lio\^ n in I able I. 

f| lias been ,su;:^esletl tbal \\ht‘re a t'Oiiiily rnifzlil rbotist* 
to int rease ibe expenililure levels beyond llie equalizetl 
amount of per student, sperial assessments witliin 



that rt»unl\ should bt* ptn inith'tl. This does not ('ontiadit l 
the ruling: of Srrrano t\ Privst btM ause (be initial disiribii- 
titin of funtls uoidtl prt*siiinably <‘()uali/t‘ <lis]>ai'Uies in 
expenditure* assoriated uilh a eouiily's restnirees, Coliiinti 
7, Table I sbt»us (he iiuTease in (he lax rale per 8I,(H)U 
of assessed \abie dial would be iiet trssary to raise levies 
siidit'ituilly to meet eiirrenl expenililure levels, Hiis as- 
sumes (*a<li 1 ‘oiinly uoiild be initially taxing: al tin* bast* 
rail* of Sib. lo*>. (ioluinii H, I'abb* I slious ibi* p(*rei*nla^(* 
elian^M* from eiirreiit rates if sueh spet ial ass<*ssinents uert* 
adi pliMl, 

Nine of tin* twenty I'ounlies willi (*\peiiditines t*xeeetlin« 
S67 l.^>b have lax rati*s of more iban S2() SI, 000 AV. Kvt*n 
if die addilioiial atnoiinis noli*d in i idumii 7 wt*re paid, 
seven of thesi* nine eouiilit*s wmibl n*al ze a tax <b*erease 
fiom lht*ir pri*st*nl li*vels, Anioti^ die remaining eomilies 
wliieli woiilil fat e an iiierease in tax rates, all exeepi four 
1 Josepliitu*, Mullnoinali, INdk, I nion) liavt* pt*r eapita 
rCV*s tbal exei*etl the state average, most by a substantial 
amount. This fael wouU be a major issue in eoiisideriiijr 
(be erjuity of the alternative plan, 

( concluded on jutfit* 1) 
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Ortgon Eltmtnitry tnd Stcondtry School Aftondt nc«> 
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(3 41) 


Wheeler 


473 


693.63 


18.70 


14332 


12.391 


.331 


49.25 


Yamhill 


11362 


579.72 


(95.21) 


7763 
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«. Snurrr; Tabir 1, pa{e 6; Appurliiir mrnt nf lh« Basic Srhonl :)upport Fund lux the Fiscal Year Kuding June 30, 1971. 

b. N«<f. KrtrnuM liom local proprrty Ua levies. Source: Table 1. page 5; Summary ol Levies and Aft^esrxnrnls and Analysji of City and County Properly Tai Levies fur 

1970.71 Fiscal Year. Total* fur each c» unty -r- column 2, 

I', t^oliimn 4 = Column 3 — 1674.93. Pa.rnlheses indicate negative amounts, 

d. Source: Table 10, pagea 48-9; Summary o^ Levies and Asiessmenta. 

e. Soiirre: Sehool Diatrirt Tai Revenuea (SDl ', Table 1. page 5; Aaaeaaed Value lAV), Table 10, lfi.9; Siiniiiiary of Levrim and ApneMUi'Uls. Colunm 6 ~ 

tSim AV) 1 1000. 

f. Ctdiimo 7 = ffrolumo 4 » Column 71 AV^ % 1000. 

g. Note: * indicalea counfira with per student eap' ndilure below $674.93. L'nmaiked valuea are realiie«l uk rale change ffiim current ralea lur roimtiea with Column 3 

greater than 9674.93; Column P — (Column 7 -f 18.159 — Column 6) -f- Column 6. 
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Sol Nf.l, ; lliink it<-|inHil«: ()r<'Ki<rt i>f (!<>imi>rrrr, MankinK I)i\ipii>n, intuial 

Hi‘fivrt, l*)7U, Aiiil ppcriiil rr|ioil, Krb. Hank ilrbil*; nricinal ruinpilnlinn^ 

Ilf iliila nilIrriMi mmitlily fnini ofln iulu ot Or<-|{«>n l>ank« iiml brarirlt tiuiika by tlif* 
Hiiri-Aii nf iin«) KmmiiriH- Hi'kimm'Ii, \ Mt%**roiiy «it UrrS"U. 



wa|« «amera >nd clerical workera, both familira and ainiie workers; does ool 
iodicale wbeiher ii coeta more to live in one area ihin in anoiher, 

f Inrludes not only the city of Portland hut the entire urban portion of CIa.*kama , 
Multnomah, sod Washioitoo counties in Oregon and of Clark county in Waab« 
ingtoo. 

1 Average of 56 "cities** (metropolitan areas and oonmetropolitao urban places). 

S Computed once every 3 months. 

SulNdi:; U.S. Hiirrdii nf l.shnr yitali«tir«. Monthly l.aior /feWru-, various isiiues. 



BANK DEBITS 

Bur«au of Butinou and Eionomit Rotaarch, Univaraity of Orogon 

Hank ilebil^ re|ircst'iit the dollar value of rherks drawn against the deposit arcounts of individuals and business firms and are considered good indiraturs of current activity, 
lint llirir value for this purpose ran be impaired if they include large rherks used to transfer funds for the purrhsse of rrriain kinds (d rapilal assets that are not ^'business 



. 1 * imiv. " There ate 48 ei.iporAle banking firms in Oreg..n ; this monlli ihe 


Rurrmi of Business and 


Eronoinic 1 


Research rullerlcil 


♦ lata nn bank debits 


from 389 banks and 


lirtuo h bunk*. 
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Jan. 1971 
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Dec. 1971 


Jan. 1971 
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BUILDING PERMITS 

Burtau H Rulinatt and Economic Raiaarch, Univartify of Oragon 

■ 'I .1 I M. I.hill MlMMli.iii Ini. I|. Ill ..| || 1,1, /||.|4< ,11.. 

I 1 ' • I > • «li I V. II .| I ii"l iM. ll) .1 (I I III it 1.'. 111. ll n >- t ■' t"'t t ■ .1 • 
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( rnntinurfl from ihtfir 'Jf 

A final t|ijeslii>n (‘oiu t*rns possiMe rlian»:rs in I*j. d 
llial mi;:hl hr asjioriaird willi lax rair changes intMilioned 
ahovr. An iiu‘rtMst‘ or derrrase in lax rales could he ex- 
peeled lo dtH iease or iiu nMse. respeelix el\\ relalive prop- 
erlv values. This in liirn eould aller ihe lax base in ihe 
afleeled eoiinlies h\ (*han;:in^ eurreni market values. The 
(lueial quest ion raised hy such c’lianges is whether they 
are of suffieient magnitude lo dissuade households and 
firms from loiMlin^ in a parlic'ular area, which would, in 
turn, affect local levels ol capital inveslmenl. Current 
assessment levels and anticipated (‘hanjres are not of a 
magnitude to sujrjrest that the\ are major factors in loca- 
tional decisions. 

The final decision rejrardiii" the best plan will probably 
he a coinposile of equity and elhciency considerations and 
political e.\pedie*iic\ . Se\ eral commentators have sujjjrested 
that the I .S. Supreme Court will have the last word, and 
that the wait ma\ he lonti. If. however, the impact of 5er- 
raiw c. Priest is of the rna^mitude ( laiined. is it too soon 
lo consider the effects it may have on us? 

REfERENCES 

1. Stale of Oregon, Hoanl of Educaiinn. **.Vpportionnient of the 
Hash: School Support Fumt for ihe Fi>ral Year Emiing June 30. 
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2. Stale of Oregon. Depart ni**ni i)f Rrvemie. “Summary of Levies 
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